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BellSouth Telecommunications, Inc. 5 % Guy M. Hicks
333 Commerce Street S AR ‘lx‘;‘) ' General Counsel
Suite 2101 ARV 4 5
Nashille, TN 37201-3300 B 615 214-6301

PR S Fax 615 214-7406
guy.hicks@bellsouth.com e T

LA
August 18, 2000

VIA HAND DELIVERY

Mr. David Waddell, Executive Secretary
Tennessee Regulatory Authority

460 James Robertson Parkway
Nashville, Tennessee 37243

Re:  Generic Docket to Establish UNE Prices for Line Sharing per FCC 99-355 and

Riser Cable and Terminating Wire as Ordered in TRA Docket No. 98-00123
Docket No. 00-00544

Dear Mr. Waddell:

In the August 10, 2000 Order of the Pre-Hearing Officer, the parties were directed to file
interim rate proposals for each of the elements and services for which the Tennessee Regulatory
Authority would be establishing permanent rates in this proceeding. Enclosed are 14 copies of
BellSouth's interim rate proposals. The supporting affidavits of Mr. Jerry Hendrix and
Ms. Daonne Caldwell are also enclosed, together with 13 copies of each affidavit.

Copies of the enclosed have been provided to the parties of record.

Very-fruly yours,

<

Guy’M. Hicks _)

GMH/jem

Enclosure

PEFEED




BEFORE THE TENNESSEE REGULATORY AUTHORITY ©7°

Nashville, Tennessee SR
STAIRSAN 13 Vi
In Re: Generic Docket to Establish UNE Prices for Line Sharing per FCcC 99- -

Y}

355 and Riser Cable and Terminating Wire as Ordereg in.. TRA Docket- ol

No. 98-00123
Docket No. 00-00544

BELLSOUTH TELECOMMUNICATIONS, INC.'S
INTERIM RATE PROPOSAL

Pursuant to the August 10, 2000 Order of the Pre-Hearing Officer, BellSouth
Telecommunications, Inc. ("BellSouth") respectfully submits its interim rate
proposal for each of the elements and services for which the Tennessee Regulatory
Authority ("TRA") will be establishing permanent rates in this proceeding. in order
to comply with Pre-Hearing Officer's directive, BellSouth is prepared to offer as
interim rates the lowest cost-based rate in BellSouth's region for each of the
elements and services at issue in this proceeding. BellSouth's proposed interim
rates are set forth in the Affidavit of Jerry Hendrix.'

BellSouth developed its proposed interim rates by making a reasonable effort
to identify the lowest rate in BellSouth's region for each element and service that
has either been approved by a state public service commission or is otherwise
available in an existing interconnection agreement. For those elements and

services for which there is no commission-approved or negotiated rate, BellSouth

' For simplicity purposes, the interim rates proposed by BellSouth in

Mr. Hendrix's Affidavit are state-wide average rates. For all loop elements for
which BellSouth has proposed interim rates, BellSouth will deaverage those rates



identified the lowest cost in the region as reflected in BellSouth's cost studies that
have been or are being filed with its state public service commissions, including the
TRA. In her Affidavit, Ms. Daonne Caldwell explains how these cost studies were
developed and demonstrates why use of these cost results is appropriate to
establish interim rates.

BellSouth is committed to using the lowest cost-based rate available to
establish interim rates in Tennessee. To the extent there is a lower rate
somewhere in an existing interconnection agreement, a commission order, or
BellSouth cost study that BellSouth has inadvertently overlooked, BellSouth is
willing to use that rate in Tennessee on an interim basis subject to true up in order
to comply with the Pre-Hearing Officer's August 10, 2000 Order.

Respectfully submitted,

BELLSOUTH TELECOMMUNICATIONS, INC.

. -
P

Guy M. Hicks -
Patrick W. Turner

333 Commerce Street, Suite 2101
Nashville, Tennessee 37201-3300
(615) 214-6301

R. Douglas Lackey
Bennett L. Ross
675 W. Peachtree Street, Suite 4300

Atlanta, Georgia 30375
225260

consistent with the interim methodology proposed by BellSouth and adopted by the
TRA in Docket 97-01262.



CERTIFICATE OF SERVICE

I hereby certify that on August 18, 2000, a copy of the foregoing document was served on

the parties of record, via the method indicated:
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Jon E. Hastings, Esquire
Boult, Cummings, et al.

P. O. Box 198062
Nashville, TN 37219-8062

James Wright, Esq.

United Telephone - Southeast
14111 Capitol Blvd.

Wake Forest, NC 27587

Marc B. Rothschild

Swidler Berlin, et al.

3000 K St., NW, #300
Washington, DC 20007-5116

Charles B. Welch, Esquire
Farris, Mathews, et al.
205 Capitol Blvd, #303
Nashville, TN 37219

James Lamoureux, Esquire
AT&T

1200 Peachtree St., NE
Atlanta, GA 30309

T. G. Pappas, Esquire
R. Dale Grimes, Esquire
Bass, Berry & Sims

315 Deaderick Street
Nashville, TN 37238

Henry Walker, Esquire
Boult, Cummings, et al.
414 Union Ave., #1600

P. O. Box 198062
Nashville, TN 39219-8062
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Michael Bressman, Esquire
BlueStar Communications

5 Corp. Centre

801 Crescent Centre Drive, #600
Franklin, TN 37067
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
Nashville, Tennessee

In Re: Generic Docket to Establish UNE Prices for Line Sharing per FCC 99-
355 and Riser Cable and Terminating Wire as Ordered in TRA Docket
No. 98-00123

Ciocket No. 00-00544

AFFIDAVIT OF JERRY HENDRIX

Comes the affiant, Jerry Hendrix, and being duly sworn, deposes and says:

1. I am Senior Director, Customer Markets, Wholesale Pricing Operations,
at BellSouth Telecommunications, Inc. {“BellSouth”). | have been employed by
BellSouth since 1979. | am responsible for overseeing the negotiation of
Interconnecticn Agreements between BellSouth and Competing Local Exchange
Carriers ("CLECs”) and have been directly involved in the negotiation process since
May, 1996. | submit this affidavit in support of BellSouth’s Interim Rate Proposals.

2. In the August 10, 2000 Order of the Pre-Hearing Officer, the parties
were directed to filed interim rate proposals for each of the elements and services
for which the Tennessee Regulatory Authority (“TRA”) would be establishing
permanent rates in this proceeding. The;e interim rates are to be trued up once
permanent rates are established. In order to comply with Pre-Hearing Officer’s
directive, BellSouth is prepared to offer as interim rates the lowest cost-based rate
in BellSouth’ss region for each of the elements and services at issue in this

proceeding. HellSouth’'s proposed interim rates are set forth in Exhibit JH-1.



3. BzlISouth developed its proposed interim rates by making a reasonable
effort to identify the lowest rate in BellSouth’s region for each element and service
that has either been approved by a state public service commission or is otherwise
set forth in an existing interconnection agreement. For those elements and
services for which there is no commission-approved or negotiated rate, BellSouth
identified the lowest cost in the region as reflected in BellSouth’s cost studies that
have been o- are being filed with its state public service commissions in
proceedings such as this one. To the extent there is a lower rate somewhere in an
existing interconnection agreement, a commission order, or BellSouth cost study
that BellSouth has inadvertently overlooked, BeIISo.uth is willing to use that rate in
Tennessee on an interim basis subject to true up.

4, Included as part of Exhibit JH-1 is the source of each interim rate
proposed by BellSouth. As far as commission-approved or negotiated rates are
concerned, BellSouth’s interim rates reflect the lowest rates that are contained in
its current standard interconnection agreements for the States of Alabama, Florida,
Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina, and
Tennessee. In developing its interim rate proposals, BellSouth also has used certain
negotiated rates in existing BellSouth interconnection agreements that are even
lower than the rates in BellSouth’s standard. These agreements include: (a) the
April 13, 2000 Amendment to the Interconnection Agreement Between BlueStar

Networks, Inc. dated December 28, 1999; (b) the Interconnection Agreement




Between Trivergent Communications, Inc. and BellSouth dated June 30, 2000; and
(c) the Interconnection Agreement Between Birch Telecom of the South, Inc. and
BellSouth dated July 14, 2000.

5. For those elements and services for which there was no commission-
approved or negotiated rate, BellSouth’s interim rates reflect the lowest cost
results from BellSouth’s cost studies that have been or are being filed with its state
public service commissions. These include: (a) cost results filed on May 14, 2000
with the Georgia Public Service Commission in Docket Nos. 6863-U/7253-U; (b)
cost results filed on July 14, 2000 with the North Carolina Utilities Commission in
Docket No. P-100, Sub 133d; and (c) cost results filed on August 16, 2000 with
the Florida Public Service Commission in Docket No. 990648-TP. BellSouth’s
interim rate proposals also reflect some of the results from the cost studies
BellSouth has filed in this proceeding, to the extent that they are the lowest in
BellSouth’s region. In developing its interim rate proposals, BellSouth also has used
certain cost results from studies that BellSouth will be filing later this month with
the Georgia Public Service Commission in Docket Nos. 6863-U/7253-U. In her
Affidavit, Ms. Daonﬁe Caldwell explains how these cost studies were developed

and demonstrates why use of these cost results is appropriate to establish interim

rates.



Further, affiant sayeth naught.

Jeyﬂendfi}/ﬁ/ ’

)
Subscribed and sworn to before me this 19
day of August 2000

Vel AN &, D

Notary Public

MICHEALE F. HOLCOMSB
225083 Notary Public, Douglas County, Georgla
My Connnission Expires November 3, 2001
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BEFORE THE TENNESSEE REGULATORY AUTHORITY
Nashville, Tennessee

In Re: Generic Docket to Establish UNE Prices for Line Sharing per FCC 99-
355 and Riser Cable and Terminating Wire as Ordered in TRA Docket
No. 98-00123

Docket No. 00-00544

AFFIDAVIT OF D. DAONNE CALDWELL

Comes the affiant, D. Daonne Caldwell, and being duly sworn, deposes and
says:

1. | am a Director in the Finance Department of BellSouth
Telecommunicationé, Inc. (“BellSouth”). My initial employment began with
BellSouth in South Central Bell in 1976. | moved to the Pricing and Economic
Department in 1984 where | developed methodology for service cost studies. In
1986, | accepted a rotational assignment with Bell Communications Research, Inc.
(“Bellicore”), where | was responsible for the development and instruction of the
Service Cost Studies Curriculum including courses, such as, “Concepts of Service
Cost Studies’, “Network Service Costs”, “Nonrecurring Costs”, and “Cost Studies
for New Technologies. In .1 990, | returned to BellSouth and was appointed to a
position in the cost organization, now a part of the Finance Department, with the
responsibility of managing the development of cost studies for transport facilities,
both loop anc interoffice. My current responsibilities encompass cost methodology

development and the overall coordination of cost study and discovery response




filings. Additionally, | participate in cost-related dockets as an expert witness on
cost issues.

2. [+ the August 10, 2000 Order of the Pre-Hearing Officer, the parties
were directed to file Interim Rate proposals for each of the elements and services
for which the Tennessee Regulatory Authority (“TRA”) would be establishing
permanent rates in this proceeding. I[n his affidavit, Mr. Jerry Hendrix outlines the
rates BellSouth is proposing on an interim basis subject to true up in order to
comply with the Pre-Hearing Officer’s directive.

3. As Mr. Hendrix's affidavit describes, some of BellSouth’s proposed
interim rates are based upon the results from cost studies BellSouth has filed or will
be filing with public service commissions in Florida, Georgia, and North Carolina.
The purpose of my affidavit is to explain how those cost studies were developed
and demonstrate why those cost results are appropriate to support interim rates.

4, Since the passage of the Telecommunications Act of 1996 (“1996
Act”), BellSouth has been developing studies to determine the cost of unbundled
network elements and interconnection services. These studies have incorporated
the following economic principles:

Efficient network configuration — the cost studies should be based on

the use of the most current telecommunications technology presently

available and the economically efficient configuration, given the

existing wire center locations.
Long run — the cost studies should consider a timeframe long enough

to reflect the variability of the cost components.




Volume sensitive and volume insensitive costs are considered - the

cost s-udies should consider the costs that will be avoided by

discontinuing, or incurred by offering, an entire product or service,

holding all other products or services offered by the firm constant. A

corollary to this directive is the principle of cost causation, i.e., the

costs included in the study are those that are caused because

BellSouth offers an unbundied element or a combination of network

elements.

Forward-looking — the cost studies should reflect a forward-looking

perspective. Thus, embedded costs are excluded from consideration.

Shared and common costs - the cost studies should include a

reasonable allocation of shared and common costs.

5. Shared and common costs are components of economic costs.
Shared costs are those costs that are unaffected by a change in demand (volume)
of any one service or the deletion or addition of a service. Another way to define
shared costs is as the portion of incremental cost joint to two or more services
offered by a firm, but not by all services offered by the firm. Common costs are
costs that are incurred for the benefit of a firm as a whole, but not for the benefit
of any individual product or family of products. Such costs do not change with
changes in the firm’s product mix or volume of output. The Federal
Communications Commission (“FCC”) adopted pricing rules which recognized that

shared and common costs should be considered when setting rates for unbundled




network elemants and combinations of elements. The FCC's rules state that prices
should be based on the forward-looking economic cost of the network element,
which is called the Total Element Long Run Incremental Cost (TELRIC), and
includes a reasonable allocation of forward-looking joint and common costs.

6. On July 18, 2000, the United States Court of Appeals for the Eighth
Circuit vacated the FCC'’s pricing rules, concluding that those rules violated the
1996 Act. The Court held that “Congress intended the rates to be ‘based on the
cost ... of prcviding the interconnection or network element,” id. (emphasis added),
not on the cost some imaginary carrier would incur by providing the newest, most
efficient, and least cost substitute for the actual item or element which will be
furnished by the existing [incumbent local exchange carrier] pursuant to Congress’s
mandate for sharing.” /lowa Utilities Board v. FCC, Case No. 96-3321. The Court
remanded the case to the FCC for further consideration.

7. Notwithstanding the uncertainty caused by the Eighth Circuit’s recent
decision, BellSouth’s cost studies utilize a methodology that reflects the costs
BellSouth expects to incur in providing unbundled network elements to competitors
on a going-forward basis. These costs are based on an efficient network, designed
to incorporat2 currently available forward-looking technology, but also recognize
BellSouth’s provisioning practices and network guidelines. Shared and common
costs were considered based on a projection of BellSouth’s anticipated expenses.

8. In proceedings initiated in late 1996 and 1997 by every state public
service commission in BellSouth’s region, including the TRA, BellSouth filed its cost

studies in support of proposed recurring and nonrecurring rates for unbundled




network elements and interconnection services that BellSouth was required to
provide at thz time. Each state commission that has established recurring and
nonrecurring rates for these elements and services has done so by using
BellSouth's cost studies, with certain adjustments.

9. \With the FCC's Rule 319 Remand Order and related rulings by the
FCC, BellSouth has been required to provide additional unbundied network elements
‘and interconnection services. Proceedings such as this one are currently
underway in Georgia and North Carolina to establish rates for these additional
elements and services. In connection with those proceedings, BellSouth filed cost
studies with the Georgia Public Service Commission on May 14, 2000 in Docket
Nos. 6863-U;7253-U and with the North Carolina Utilities Commission on July 14,
2000 in Docket No. P-100, Sub 133d, which established the forward-looking
recurring and nonrecurring costs of the additional network elements and services
that BellSouth is required to provide. These cost studies use the same
methodology used in BellSouth’s cost studies filed with the TRA in Docket 97-
01262, which the TRA has voted to adopt.

10. The Flo.rida Public Service Commission also has initiated a proceeding
to establish recurring and nonrecurring rates for unbundled network elements,
combinations of elements, and certain interconnection services. In that proceeding,
Docket No. 990649-TP, BellSouth filed cost studies on August 16, 2000 that relied
upon a new loop model developed by BellSouth in conjunction with INDETEC

International, Inc., CostQuest Associates, and Stopwatch Maps. This new model is




called the BellSouth Telecommunications Loop Model® (“BSTLM”). BellSouth
recently has implemented a number of enhancements to the BSTLM after
consultations with experts for AT&T and MC!. These experts for AT&T and MCI
have concludad that, with a few exceptions, “the underlying way in which the
BSTLM constructs the local telephone network is reasonable.”

11. Using the cost studies that BellSouth has submitted in other states as
the basis for establishing interim rates is appropriate. First, while not Tennessee
specific, the cost studies BellSouth has filed in Florida, Georgia, and North Carolina
use a forward-looking methodology that has been embraced by the TRA in Docket
97-01262. Second, the inputs utilized in BellSouth’s cost studies reflect BellSouth
network guidelines, provisioning practices, vendor discounts, labor rates, and
factors. This is appropriate, as the Eighth Circuit recently recognized, since rates,
even those established on an interim basis, should cover the incremental costs
BellSouth will incur in providing unbundled elements and combinations to
competitors on a going-forward basis.

Further. affiant sayeth naught.

O L G2/

D. Daonne Caldwell

Subscribed ard sworn to before me this /XM'
day of Augus: 2000

Xz’w I sbbhs

Notary Public  Mtary Public, Gwinnett Conrn feorgia
4y Commission Fxpires . .. ., 2003

© 1999 INDETEC International and BellSouth Corporation All Rights Reserved (BSTLM)




